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Be it enacted by the Legislature of the State of Arizona: 1 
Section 1.  Section 38-845, Arizona Revised Statutes, is amended to 2 

read: 3 
38-845.  Amount of retirement benefit 4 
A.  A member who meets the requirements for a normal pension, who 5 

becomes a member of the system before January 1, 2012 and who has twenty 6 
years of credited service shall receive a monthly amount that equals fifty 7 
per cent PERCENT of the member's average monthly benefit compensation.  If 8 
the member retires with other than twenty years of credited service, the 9 
foregoing amount shall be: 10 

1.  Reduced by four per cent PERCENT for each year of credited service 11 
under twenty years, with pro rata reduction for any fractional year. 12 

2.  Increased by a monthly amount equal to two per cent PERCENT of the 13 
member's average monthly benefit compensation multiplied by the number of the 14 
member's years of credited service in excess of twenty years, with pro rata 15 
increase for any fractional year, except that if a member retires with 16 
twenty-five or more years of credited service the amount shall be increased 17 
by a monthly amount equal to two and one-half per cent PERCENT of the 18 
member's average monthly benefit compensation multiplied by the number of the 19 
member's years of credited service in excess of twenty years, with pro rata 20 
increase for any fractional year.  Notwithstanding the provisions of this 21 
subsection, the maximum amount payable as a normal pension shall be eighty 22 
per cent PERCENT of the average monthly benefit compensation. 23 

B.  A member who meets the requirements for an accidental disability 24 
pension shall receive a monthly amount, which shall be computed in the same 25 
manner as a normal pension, using the member's average monthly benefit 26 
compensation before termination of employment and the member's actual 27 
credited service or twenty years of credited service, whichever is greater. 28 

C.  A member who meets the requirements for an ordinary disability 29 
pension shall receive a monthly amount that is equal to a fraction times the 30 
member's normal pension that is computed according to subsection A or G OF 31 
THIS SECTION if the member had twenty years of credited service.  The 32 
fraction is the result obtained by dividing the member's actual years of 33 
credited service, not to exceed twenty years of credited service, by twenty. 34 

D.  A member who meets the requirements for a temporary disability 35 
pension shall receive a monthly amount that is equal to one-twelfth of fifty 36 
per cent PERCENT of the member's annual compensation received immediately 37 
prior to the date on which the member's disability was incurred. 38 

E.  A member who meets the requirements for a catastrophic disability 39 
pension is entitled to receive a monthly amount computed as follows: 40 

1.  For the first sixty months, ninety per cent PERCENT of the member's 41 
average monthly benefit compensation before termination of employment. 42 

2.  After sixty months, sixty-two and one-half per cent PERCENT of the 43 
member's average monthly benefit compensation before termination of 44 
employment or computed in the same manner as a normal pension using the 45 
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member's average monthly benefit compensation before termination of 1 
employment and the member's actual credited service, whichever is greater. 2 

F.  A member who was employed before September 15, 1989 by an employer 3 
participating in the system and who retires on or after November 1, 2001 is 4 
entitled to receive a tax equity benefit allowance consisting of a permanent 5 
increase of two per cent PERCENT of the member's base benefit retroactive to 6 
the day of retirement. 7 

G.  A member who meets the requirements for a normal pension, who 8 
becomes a member of the system on or after January 1, 2012 and who has 9 
twenty-five years of credited service shall receive a monthly amount that 10 
equals sixty-two and one-half per cent PERCENT of the member's average 11 
monthly benefit compensation.  If the member retires with other than 12 
twenty-five years of credited service, the foregoing amount shall be: 13 

1.  Reduced by four per cent PERCENT for each year of credited service 14 
under twenty-five years, with pro rata reduction for any fractional year. 15 

2.  Increased by a monthly amount equal to two and one-half per cent 16 
PERCENT of the member's average monthly benefit compensation multiplied by 17 
the number of the member's years of credited service in excess of twenty-five 18 
years, with pro rata increase for any fractional year.  Notwithstanding the 19 
provisions of this subsection, the maximum amount payable as a normal pension 20 
shall be eighty per cent PERCENT of the average monthly benefit compensation. 21 

H.  In addition to the amounts received under subsection A, B, C, D, E 22 
or G and subject to the approval of the employer, the pension includes the 23 
ability of a member to purchase the handgun or shotgun issued by the employer 24 
to the member at less than fair market value.  25 

Sec. 2.  Section 38-856.01, Arizona Revised Statutes, is amended to 26 
read: 27 

38-856.01.  Lump sum payment of benefit increases 28 
Notwithstanding any provision of this article, the board, at the 29 

request of a retired member, a survivor or the retired member's or survivor's 30 
guardian or conservator, may pay any increase in retirement benefits pursuant 31 
to this article in a lump sum payment based on the actuarial present value of 32 
the increase in the retirement benefits if the payment of the increase in 33 
retirement benefits would result in ineligibility for, reduction of or 34 
elimination of social service programs provided to the retired member or 35 
survivor by this state, a political subdivision of this state or the federal 36 
government.  Lump sum payments made pursuant to this section are eligible for 37 
a direct rollover distribution.  38 

Sec. 3.  Section 38-857, Arizona Revised Statutes, is amended to read: 39 
38-857.  Group health and accident coverage for retired members; 40 

payment; forfeiture of interest 41 
A.  Upon ON notification, the board shall pay from the assets of the 42 

separate account established pursuant to subsection G of this section part of 43 
the single coverage premium of any group health and accident insurance for 44 
each retired member or survivor of the system who receives a pension and who 45 
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has elected to participate in the coverage provided by section 38-651.01 or 1 
38-782 or any other retiree health and accident insurance coverage provided 2 
or administered by a participating employer of the system.  The board shall 3 
pay up to: 4 

1.  One hundred fifty dollars per month for each retired member or 5 
survivor of the system who is not eligible for medicare. 6 

2.  One hundred dollars per month for each retired member or survivor 7 
of the system who is eligible for medicare. 8 

B.  Upon ON notification, the board shall pay from assets of the 9 
separate account established pursuant to subsection G of this section part of 10 
the family coverage premium of any group health and accident insurance each 11 
month for a benefit recipient who elects family coverage and otherwise 12 
qualifies for payment pursuant to subsection A of this section.  The board 13 
shall pay up to: 14 

1.  Two hundred sixty dollars per month if the retired member or 15 
survivor of the system and one or more dependents are not eligible for 16 
medicare. 17 

2.  One hundred seventy dollars per month if the retired member or 18 
survivor of the system and one or more dependents are eligible for medicare. 19 

3.  Two hundred fifteen dollars per month if either: 20 
(a)  The retired member or survivor of the system is not eligible for 21 

medicare and one or more dependents are eligible for medicare. 22 
(b)  The retired member or survivor of the system is eligible for 23 

medicare and one or more dependents are not eligible for medicare. 24 
C.  The board shall not pay from assets of the fund more than the 25 

amount prescribed in this section for a benefit recipient as a member or 26 
survivor of the system. 27 

D.  A retired member or survivor of the system may elect to purchase 28 
individual health care coverage and receive a payment pursuant to this 29 
section through the retired member's former employer if that former employer 30 
assumes the administrative functions associated with the payment, including 31 
verification that the payment is used to pay for health insurance coverage if 32 
the payment is made to the retired member or survivor of the system.   33 

E.  This section does not apply to a retired member of the system who 34 
becomes a member on or after the effective date of this amendment to this 35 
section SEPTEMBER 13, 2013 and who is reemployed and participates in health 36 
care coverage provided by the member's new employer. 37 

F.  This section does not apply to a survivor of the system whose 38 
deceased spouse becomes a member on or after the effective date of this 39 
amendment to this section SEPTEMBER 13, 2013 and who is reemployed and 40 
participates in health care coverage provided by the survivor's new employer. 41 

G.  The board shall establish a separate account that consists of the 42 
benefits provided in this section.  The board shall deposit the benefits 43 
provided by this section in the account.  The board shall not use or divert 44 
any part of the corpus or income of the account for any purpose other than 45 
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the provision of benefits pursuant to this section unless the liabilities to 1 
provide the benefits pursuant to this section are satisfied.  If the 2 
liabilities to provide the benefits described in this section are satisfied, 3 
the board shall return any amount remaining in the account to the employer. 4 

H.  Payment of the benefits provided by this section is subject to the 5 
following conditions: 6 

1.  The payment of the benefits is subordinate to the payment of 7 
retirement benefits payable by the system. 8 

2.  The total of the contributions for the benefits and actual 9 
contributions for life insurance protection, if any, shall not exceed 10 
twenty-five per cent PERCENT of the total actual employer and employee 11 
contributions to the system, minus the contributions to fund past service 12 
credits, after the day the account is established. 13 

3.  The contributions by the employer to the account shall be 14 
reasonable and ascertainable. 15 

I.  IF A MEMBER WHO IS ELIGIBLE FOR BENEFITS UNDER THIS SECTION 16 
FORFEITS THE MEMBER'S INTEREST IN THE ACCOUNT BEFORE THE TERMINATION OF THE 17 
PLAN, AN AMOUNT EQUAL TO THE AMOUNT OF THE FORFEITURE SHALL BE APPLIED AS 18 
SOON AS POSSIBLE TO REDUCE EMPLOYER CONTRIBUTIONS TO FUND THE BENEFITS 19 
PROVIDED BY THIS SECTION.  20 

Sec. 4.  Retroactivity 21 
Section 38-857, Arizona Revised Statutes, as amended by this act, 22 

applies retroactively to from and after September 29, 1988. 23 
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